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anacement 
REVIEW 


MONG the populace there are two 

schools of thought on that very de- 
batable topic, “The Machine versus Man.” 
One school (by far the larger one) has many 
vociferous adherents, whose arguments and 
hot words are hard te beat down. This is 
the “Look-at-that-steam-shovel” school, whose 
proponents wither you with such questions 
as: “How many men do you suppose that 
contraption is putting out of work?” You 
are obviously on the spot, and hem and haw 
until somebody from the “People-have-to- 
make-steam-shovels” school comes along and 
takes up the cudgels for you. 

It is a titanic battle which rages left and 
right—in schools, women’s clubs, machine 
shops, foundries, offices and farms. In the 
main, those upholding the affirmative side of 
the proposition—that machines destroy em- 
ployment—are winning their argument with 
ridiculous ease. “The thing is so obvious,” 
they exclaim. “Why, look at the vending 
machines that they have in cigar stores!” 

J. H. Van Deventer, editor of Iron Age, 
has written an article that adds deadly am- 
munition to the supply of the minority 
school. Basing his oly on developments 
in the automobile industry, he points out that 
while automobile output was 600,000 units 
less in 1937 than in 1929, employment in the 
industry was 15 per cent greater last year 
than it was in 1929. Mr. Van Deventer has 
compiled many other cogent statistics, which 
are concisely reported on page 227 (What 
Machines Are Doing to Automobile 
Workers). 


NSIDERING further the subject of ma- 

chines, we find that they are not only 
useful and productive of ail kinds of com- 
forts, but that they are also artistic per se. 
In fact, they help to make culture, and beau- 
tiful things that go with culture, possible. 
That, at least, is the contention of Dr. James 
Thomas, of the Chrysler Institute of Engi- 
neering, whose remarks are condensed on 
page 222 (The Machine and Mankind). 
An automobile, he implies, is more artistic 
than a Louis os carriage; a pair of 
machine-made silk stockings, more beautiful 
than Queen Elizabeth’s gaskins. 
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Current Comment 


CREATING EMPLOYEE CONFIDENCE * 


I. has been said so many times that 
now it is stale that industry has not succeeded in selling itself to 
the American public; that had industry done as good a job in 
selling industry as such as it has in selling the products of in- 
dustry, we would stand much higher in public opinion. Al- 
though this has been said so many times, I still think we want 
to say it again and really take it to heart. 


It seems to me that there is only one way in which industry 
can ever hope to be successful in selling itself to the American 
public and that is through its own employees. If employees do 
not know enough about a company to defend it when it is at- 
tacked, then we are in a bad way. On the other hand, there is 
very little use in telling the public about the virtues of a par- 
ticular company if the people who are most closely connected 
with it—namely, the employees—have a different viewpoint. 


Many times industry has spent money in attempting to tell 
the general public and the stockholders something about indus- 
try, but has been too busy to answer, or thinks that it is none of 
the employees’ business, if they ask questions about the very sub- 
jects that are being given out to impress the general public. It 
does not occur to most of us in dealing with groups of employees 
that each person is an individual. 


There is one thing that we can be assured of and that is 
that every person wants something to be proud of; wants some- 
thing he can boast about; wants to be identified with something 
in which he can take pride and satisfaction. The day has long 
since passed when we could consider our employees merely as 
hired hands, and the day is here when we must consider them as 
a part of our organization and look on them exactly the same 
as we do any other group whom we are endeavoring to impress 
with the value of our company or our industry. 


*An extract from an address before the United States Chamber of Commerce. 
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What we must do is to stimulate confidence. How do you 
acquire the confidence of an individual? By giving him yours. 
So the place to start ‘with employees is by expecting them to do 
their best, not their worst. If we expect the worst of anyone, 
we usually get :it, but if we have sufficient confidence in our em- 
ployees to believe that they want to do their best, then that is 
what we shall get. If we put ourselves into that frame of mind, 
then we shall find that a lot of other things which will improve 
our relationship will follow naturally. Other foundation stones 
in the building of a structure of mutual confidence are character, 
integrity and common or garden variety honesty—and that means 
_honesty in thinking as well as in dealings. 


On the assumption that we do not have the confidence be- 
tween employee and employer that I speak of, then is it not 
about time for us to. devote some of our energy to ways and 
means of creating it? But don’t think for a moment that this 
can be done overnight. The whole background of your rela- 
tionships with your employees needs a careful survey and study 
and then the application of good, sound common sense. And 
remember, some of the methods that might be applied in one 
company would create suspicion in another. 


What is your background of relationships? Do your em- 
ployees have confidence in you? If not, why not? What has 
happened in the past that would indicate to them that you 
have not given them your confidence or that you are not worthy 
of theirs? Your relationships with your employees get right down 
to the plant and the relationship between the last foreman and 
the last supervisor on the job. Much more can be accomplished 
in building confidence in industry down in the departments 
where people work than can ever be done by passing resolutions 
in meetings. 


C. S. CHING, 


Director of Industrial and Public Relations, 
United States Rubber Products, Inc. 








THE MANAGEMENT INDEX* 


Abstracts and News Items 





GENERAL MANAGEMENT 


Has Depression Completed the 
Cycle of Needed Economic 
Readjustments? 


The decline in business activity dur- 
ing the latter part of 1937 was one of 
the most precipitous ever recorded in 
the history of business statistics. So 
far this year, business activity has 
held fairly steady. In the face of this 
stability, can it be said that the cur- 
rent depression has corrected economic 
maladjustments, or is an extension of 
the downtrend possible? Close exam- 
ination of the present situation pro- 
vides a clear-cut answer to this ques- 
tion. 

The recession has reached the point 
where production has been reduced 
very sharply, to a level far below de- 
mand. Inventories today are the 
lowest reported since 1923 and even 
in terms of current business are not 
burdensome. Significantly, sales at re- 
tail have run in excess of shipments 
from manufacturers since May of last 
year, indicating that retail and whole- 
sale inventories have been depleted 
substantially. The commodity price 


structure has been corrected; raw ma- 
terial prices have once more been 
brought in line with prices of finished 
goods, and the manufacturers’ margin 
is again restored. Despite the sharp 
curtailment in production schedules, 
purchasing power has continued at a 
level high in relation to demand and 
now is increasing. Further, Govern- 
ment spending during the next few 
months will temporarily increase pur- 
chasing power and exert a sustaining 
influence on sales of goods, while de- 
sterilization of the Federal gold fund 
cannot fail to act as an inflationary 


‘stimulus to commodity prices and 


business generally. 

These factors are favorable enough 
to result in an upturn in production 
schedules during the near future, even 
though political and social impedi- 
ments continue in the path of business. 
The stage is about set for recovery. 
However, unless the Administration 
adopts a more conservative policy, re- 
cants some of its punitive legislation, 
and balances its budget—unless it en- 
courages private capital to go to work 
—the recovery will be of short dura- 


*For publishers’ addresses or information regarding articles or books, apply to AMA headquarters. 
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tion, and another marked recession 
will be its aftermath. By A. L. Jack- 
son and G. O. Trenchard. Commerce, 
June, 1938, p. 24:4. 


More Stable Employment 
and Economy 


Just what can be done in a specific 
instance to bring about a greater de- 
gree of employment stabilization— 
and thus reduce unemployment com- 
pensation taxes in states where “merit 
rating” is effective—cannot be 
answered by the application of a sim- 
ple “rule of thumb” principle. The 
utmost care and study must be given to 
the circumstances of the particular 
business before any real hope of great- 
er stabilization can be realized. 

However, here are some of the prac- 
tices which may be attempted and 
which are being followed in some 
companies: 


Overcome managerial indifference, inertia 
and ignorance; develop new products; de- 
velop new uses and markets for the products; 
find a “fill-in” product; give price differen- 
poo | for ‘advance orders; maintain demand 
by low _ Prices; break the tradition of 
seasonal g; stimulate off-season demand 
by — stimulate slack season de- 
mand by introducing novelty; develop for- 
eign markets for slack season; educate the 
salesmen to the stabilization 8 apes of view: 
avoid rush orders; use outsi manufactur- 
ing capacity in ; minimize seasonal 
changes, style and design; sell big customers 
requirements on annual basis; make fullest 
possible use of labor-saving equipment; in- 
terpret sales in terms of production and 
labor budgets. 

, conduct supervisory conferences on 
new ideas and incentives for stabilization and 
better departmental planning; increase stand- 
ardization ; permit fluctuation in inventory; 
reclaim waste in dull periods ; defer repair 
and replacement of equipment to dull peri- 
ods; create “odd job” reservoirs: “contract 
out” peak requirements; make hiring new 
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men more difficult; analyze causes of 
over and install preventives; use fi 
work-week (with minimum + en read sie. 
fer empl departments and 


between 
poe pa et laying off; train em < goo 


or versatility; train emergency an a 
squads to avoid temporary oe 

ize retirement plans for superannuated 

ployees; use “non-eligible” employees "ee 
temporary work; rotate waiting period. 


The advantages of such policies, 
other than increased stability of em- 
ployment and lessened taxes, are ob- 
vious. And not measurable in terms of 
dollars and cents but of vital impor- 
tance to every employer are three by- 
products of a comprehensive stabiliza- 
tion program: better labor relations, 
better government relations, and better 
community relations. By W. E. Odom. 
An Address. Before the 40th Annual 
Convention of the National Metal 
Trades Association. 25 pages. 


(Comparative analyses of the various state 
unemployment insurance acts with particular 
emphasis on their merit-rating provisions are 
also given in this booklet—Editor.) 


What Has Social Security Done 
to Life Insurance? 


With the advent of Social Security, 
the Federal Government entered the 
insurance field on a colossal scale— 
able to compel everyone to become a 
policyholder, charging what rates it 
might choose, and in a position to 
make up deficits, if any, out of the 
Federal Treasury. Strangely enough, 
insurance eompanies did not oppose 
this new institution; in fact, the at- 
titude of most insurance executives 
was favorable. However, this was 
partly reasoning from analogy: war 
risk insurance, with its $10,000 poli- 
cies, had taught several million men 
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to. buy life insurance on:a larger scale 
‘than ever before. 

. Gradually, this reasoning from anal- 
‘ogy has been confirmed by actual ex- 
perience. The publicity attending the 
inception and development of Social 
Security. has made people pension- 
conscious and old-age-retirement-con- 
scious to a considerable degree, thus 
providing a fertile field for the life in- 
surance agent. Insurance salesmen 
now carry lightning calculators which 
show a prospect how he can supple- 
ment his meager Social Security pen- 
sion through the purchase of life in- 
surance. There is no evidence that 
Social Security has affected the sale 
of life insurance adversely; there are 
many opinions that it has had the op- 
posite effect. It is true, of course, 
that sales of all types of life insurance 
are down 23 per cent from a year ago, 
but expert opinion holds this to be due 
almost wholly to the depression. 

It should be borne in mind that only 
about half the “gainfully employed” 
are included under the old-age bene- 
fits. The owner of a business or the 
professional man, who is excluded, is 
more inclined to buy life insurance 
than ever before, because he feels that 
he has been discriminated against. 
Also, in contrast to Social Security, 
life insurance policies can be written 
on housewives, other non-gainfully 
employed women, and minor children. 
The whole emphasis of the Social Se- 
curity Act is on the gainfully em- 
ployed individual’s own old age, not 
on the dependency of his wife, chil- 
dren or parents. Further, the provi- 
sions of the law are utterly inflexible 


and benefits under it relatively small. 
Those well-meaning but actuarially 
uninformed persons who want Social 
Security to provide for all the . par. 
ticular security needs of the people are 
simply baying at the moon. Though 
it is theoretically possible that the law 
may be sufficiently “liberalized” prac- 
tically to replace life insurance, there 
are numerous limitations in the way. 
However, if the American people lack 
the sense to keep the Government from 
expanding to a point where there is no 
need for personal initiative and thrift, 
we might as well reconcile ourselves 
to seeing life insurance, along with 
most of our other existing institutions, 
melt away. By Albert W. Atwood. 
Barron’s, June 20, 1938, p. 8:1. 


The Machine and Mankind 


There are two types of culture in 
the world: an idealistic culture about 
which everybody raves, and a materi- 
alistic culture about which nobody 
raves; yet the materialistic culture al- 
ways pays for the idealistic culture. It 
did that for Sophocles, Euripedes and 
for Plato; it did it for Aristotle, be- 
cause he had the good sense to marry 
the richest woman in Greece—her 
money gave him plenty of time to 
think, and no doubt the lady gave him 
plenty to think about, so he became a 
philosopher. 

The Periclean age in Greece came at 
the time when the Greeks were trading 
with 200 trading posts in the Mediter- 
ranean basin; when they lost that 
trade, they lost their culture. The Ital- 
ian Renaissance was made by business 
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men who knew. how to take raw ma- 
terials ‘and convert them into. cultural 
producers of the sort of Raphael, 
Dante and da Vinci. The width and the 
depth, the beauty, glory and influence 
of any cultural period in the world’s 
history is measured: entirely by the 
ability of the.commerce of that day to 
carry the freight without succumbing 
to the load. 

It is claimed that the machine is in- 
human; Christianity tolerated slavery 
for nearly 2000 years, until the ma- 
@ chine made that kind of labor uneco- 
nomic. People say that the machine 
is an ugly thing; Buckingham Fountain 
at play in Grant Park under the starlit 
heavens is a machine, and if you see 
no beauty in it, I shouldn’t bother to 
read Shakespeare if I were you. Edi- 
son ‘is as much a poet as Shakespeare, 
in a different field. The modern auto- 
mobile is as artistic a thing as any two- 
wheeled wooden cart that ever dragged 
the dead body of Hector “thrice ’round 
the wall of Troy,” or any other mud- 
ridden village of the ancient world. 

_It is charged that the machine makes 
people unhealthy, runs them crazy, and 
that we are a nation of machine-tend- 
ers. As a matter of fact, the lowest 
death rate in history is among the in- 
dustrial policyholders of America; the 
lowest rate of insanity in America is 
among the machine workers; and less 
than 4 per cent of the working popula- 
tion of America work with or about 
machines. It is often stated that the 
machine puts people out of work, but 
between 1900 and 1930, the 30-year 
period of our most rapid technological 
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development, we created 20,000,000 
new jobs. 

The machine has been the most bene- 
ficial thing that has come to the work- 
ing man on this planet, and the work- 
ing man—who apparently is least in- 
formed about it—is the fellow who has 
reaped the greatest benefit from it. 
The machine has done more to free 
men of arduous toil than all the 
theorists since Aristotle. It has democ- 
ratized beautiful things and enabled 
masses to possess them for the first 
time in the‘ history of the world. By 
Dr. James Thomas. Vital Speeches, 
June 1, 1938, p. 504:8. 


Business Seeks to Uphold 
Salary Levels 


There is much talk and considerable 
publicity about salary cuts by com- 
panies which find such action neces- 
sary to adjust expenses downward. 

That there have been cuts no one 
denies, but business generally is 
making a splendid effort to uphold 
salaries wherever possible. It is the be- 
lief of many company heads that sala- 
ries can be maintained, although many 
admit that an improvement in business 
must come before long if reductions 
are to be avoided. 

A recent survey of companies em- 
ploying 150,000 persons reveals that 
only 9 per cent of the firms reporting 
have reduced salaries or employee 
earnings in 1938 and that only 7.9 per 
cent of those remaining were contem- 
plating any salary cuts or reductions 
in hours or wage rates. It is. obvious 





that a relatively small sector of em- 
ployees have been affected. 

In this survey an effort was made to 
determine how present-day salaries 
compare with those of 1929. The re- 
sults may be surprising, because most 
of us are inclined to look back on 1929 
as “tops” in salaries, profits and earn- 
ings. But this nostalgic backward look 


OFFICE MANAGEMENT 


Office Equipment Standardization 


In its proper form, office equipment 
standardization provides a definite tool 


for better management. Its direct ob- 
jectives are: (a) to select the most 
suitable material for the purpose— 
and this includes the criteria of price, 
cost of operation, quality and service; 
(b) to establish uniformity, permitting 
ready interchange of equipment and 
personnel from less active to more ac- 
tive areas; (c) to provide an orderly 
and expeditious progress in, and stim- 
ulation of, thought about office proce- 
dures and processes; and (d) to per- 
mit quantity purchases and contract- 
ing. 

Standards suitable for office use can 
be defined as those used by, or useful 
to, two or more organizations. They 
may be divided naturally into specific 
standards on furniture, appliances or 
office machines, supplies, forms, less 
commonly used materials or processes, 
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is not always, or for everyone, quite 
80 rosy as we might imagine. Nearly 
half—42 per cent, to be exact—of the 
companies reporting claimed that 1938 
salaries were higher than those of 
1929: Only 36 per cent said they were 
lower, while 22 per cent believed them 
to be the same. American Business, 
June, 1938, p. 13:2. 


or may even include specifications set- 
ting up cenditions. 

Standards can be established in 
three definite steps—determination of 
“when,” “what” and “how”—and can 
be maintained by properly recording 
them, by keeping them up to date and, 
finally, by keeping them sold. 

Standards should not be established 
until materials and processes are rea- 
sonably stable. They should not be 
established too soon, lest you become 
a perpetual guinea pig, or too late, 
lest you spend your strength to 
straighten out a wild confusion of 
competitive materials. Competition § 
should be encouraged—but don’t let 
it rule you. When testing is required to 
determine the best, let tests be made 
under controlled conditions. If possi- 
ble, shun the pitfall of special designs 
and use commercially developed ma- 
terials. 

One way of conducting standardiza- 
tion is the “autocratic” method of em- 
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ploying specialists in a bureau, where 
testing goes forward in the sacrosanct 
atmosphere of a laboratory. By a 
second method—which is more in 
keeping with modern conditions—com- 
mittees or groups of those interested 
meet to discuss the pros and cons. 
Each member volunteers to conduct 
tests and do research in his depart- 
ment, reporting, results to the commit- 
tee for its criticism; then the work 
may be conducted along other lines un- 
til the real facts have been determined. 
This method is slow, ponderous and 
exasperating, but competently directed, 
it is sure and safe. 

The ideal standardization group and 
procedure should include: (a) a group 
of fact-finders; (b) a voluntary com- 
mittee of men of ability and character 
from the interested departments who 
will render an opinion on these facts; 
(c) a coordinator or stimulator; and 
(d) a tentatively established standard, 
based on fact, weighed by impartial 
opinion, its value proved by a trial in- 
stallation. For the trial installation, 
an appropriately-sized unit should be 
set up, with all conditions controlled 
and each element to be measured de- 
fined; observation should then be 
made of the performance of all these 
§ elements. 

To record the standards, specifica- 
tions must be established and a catalog 
of standards (showing for each stand- 
ard a description, field of use, source of 
supply, and ordering information) dis- 
tributed to key ordering points. Office 
standards must be kept up to date by 
the standardization group; to some de- 
gree, each standard should be reviewed 


at least annually. Finally, standards 
must be kept sold to the organization; 
however, they should not be policed, 
though voluntary departmental reviews 
will aid in selling them. But standards 
that are worthwhile should sell them- 
selves. By E. B. Gage. NOMA Forum, 
June, 1938, p. 3:4. 


These Plans Will Cut Letter Costs 


The addition of a bonus plan in any 
transcribing department should assist 
in increasing output and in keeping an 
accurate record of lines typed by op- 
erators and lines dictated by corres- 
pondents, set up by departments. In 
this manner, first-hand information of 
the volume of work being handled will 
be available. 


Two plans have been tried and 
found successful. Both plans involve 
the use of a stroke-counting device 
called a cyclometer, which can be in- 
stalled on any standard typewriter. 
This device, which is small and easily 
attached, records each keystroke. The 
unit of measurement (one point) as 
given in this article is based on four 
elite-type lines of six inches each, 
which gives a total number of 288 key- 
strokes to one point. Other units of 
measurement, however, can be used 
for different requirements. 

Here is an outline of Plan No. 1. 
The base pay, for example, is $100 
monthly. In addition, a bonus of one 
cent per point is paid on all linage 
typed by operators above 750 points 
(or 3000 lines) per week. This is 
called the Quota Plan. 
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A weekly report aati then read as 
follows: 


Week Ending LinesTyped Points Typed 
3/6 4296 1074 


Points Typed Over — 
750 (3000 lines) 
324 


Bonus Earned 
3.24 | 


Under a second plan all dictating 
machine operators are compensated 
with bonuses for efficiency of output 


per minute above a set.standard.. This 
is the so-called Effciency.Plan.- ... -;, 

Under both plans, operators making | 
typographical errors are required: to 
correct the errors without credit... Each 
type of plan has proved to be a money- 
saver, but which one to use will de- 
pend on individual circumstances. By 
C. A. Hermes. American Business, 
June, 1938, p. 17:3. 


PRODUCTION MANAGEMENT 


Industrial Economics: Labor and Capital, oe 
Wage Theory, —" 


The Labor Situation as a Factor 
in Business Recovery 


Labor’s part in recovery is rather 
generally held to be restricted to the 
cutting of costs. The current theory 
runs something like this: Prices fall, 
profits decline, production drops, but 
‘wages tend to lag behind the others. 
The problem of stimulating and has- 
tening a revival, therefore, resolves it- 
self into a question of cutting wages. 
But the wages of the employee group 
constitute a major fraction of the in- 
come of the nation, and with retail 
prices and cost of living at their pres- 
ent levels, any wage reduction sufh- 
ciently large to affect the profit status 
of industry would tend, for the imme- 
diate future at. least, to lower the real 
income of workers affected; by the re- 
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ductions. Concretely, a 20 per cent re- 
duction in wage rates. oni a $10.00 ar- 
ticle in which labor costs represent 
half of the total cost of production 
would aggregate $1.00, permitting sale 
of the item at $9.00. Such a decline, 
however, is equal to only a 10 per cent 
reduction in price as compared. with 
a 20 per cent decline in the income 
of wage earners. Accordingly, the pur- 
chasing power is cut by 10 per cent. 
Factors other than wages and earn- 
ings play an important part in. deter- 
mining the course of unit labor costs, 
and in certain important industries the 
evidence seems to show that labor costs 
can be reduced by an amount in excess 
of what might be reasonably expected 
through wage cuts.’ It is a question of 
the relationship. between volume .of 
output and labor costs. as-such.. The 
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steel industry might be cited. Operat- 
ing today at 30-35 per cent of capa- 
city, on the technology of 1934-35 it 
would require 43.7 man-hours to pro- 
duce a gross ton of finished steel prod- 
ucts at the present rate of output. If 
the output were to rise to 60 per cent 
of capacity, the number of man-hours 
required to produce a gross ton of steel 
products would fall from 43.7 to 34.4, 
a decline of approximately 27 per 
cent. To realize a saving in labor cost 
equal to that amount would require 
a reduction in wages far in excess of 
what even the most rabid advocate of 
lower wages would suggest. By Isador 
Lubin. Proceedings of the Academy 
of Political Science, May, 1938, p. 
112:11. 


What Machines Are Doing to 


Automobile Workers 


Many able thinkers have ascribed 
our unemployment problem to in- 
creased mechanization and the im- 
provement of means of production. It 
is particularly appropriate to attempt 
to weigh this charge in the automobile 
industry, since it is undoubtedly the 
most efficient industry in terms of pro- 
duction. 

When the automotive pioneers— 
Ford, Leland, Briscoe, Durant and 
others—first struck gold on the plains 
of Michigan, there was not a dollar’s 
worth of employment or wages avail- 
able in the industry. Since 1900, there 
has come from that modest discovery 
a golden flow of wages aggregating 84 
billions of dollars. The automobile in- 
dustry now provides work to one out 
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of every seven gainfully employed 
persons in the United States. 

In 1937, automobile output was 
600,000 units less than in 1929. But 
despite the decreased output, employ- 
ment in the industry was 15 per cent 
greater last year than it was in 1929. 
If you contrast this with the 6 per cent 
population growth over the same pe- 
riod, it is patent that the operation of 
machines in the automotive industry 
did not destroy jobs for men and 
women; on the contrary, it created 
new jobs at a rate 24 times faster than 
was necessary to maintain an employ- 
ment balance. In fact, statistics of the 
United States Department of Labor 
and the United States Census Bureau 
indicate that the making of each car 
produced in 1937 afforded 5.6 man- 
weeks of employment to labor, com- 
pared with 4.3 weeks in 1929. But 
though the number of man-weeks nec- 
essary to produce a car has increased, 
technological improvement has pro- 
gressed so rapidly that the grinding of 
piston pins, for example, requires 75 
per cent less labor than a decade ago. 
One of the lesser reasons for this para- 
dox may be the slight shortening of the 
working week since 1932. A more sig- 
nificant reason lies in the fact that the 
typical low-priced car today requires 
almost twice as many parts as it did 
15 years ago. 

Mechanization has extended the 
working life span in the automobile 
industry because it has relieved work- 
ers of the physical hardships which 
once made work and old age incompat- 
ible. The proportion of men 45 years 
of age or older employed by the indus- 





try increased 9 per cent from 1920 to 
1930. A recent study of labor turnover 
by age groups discloses that older em- 
ployees have a very low turnover rate 
and that the employment flux in the 
industry is almost entirely among those 
of less than 30 years of age. 

As the most intensively mechanized 
industry in the world, the automobile 
industry has demonstrated conclusively 
the compatibility of technological 
progress and employment. By J. H. 
Van Deventer. The Iron Age, June 9, 
1938, p. 22; June 16, p. 26. 


Age Distribution and Dependents 
of Unemployed 


Almost one-third of 1,300,546 un- 
employed persons (including emer- 
gency workers) in 16 states in Novem- 
ber, 1937, were under 25 years of 


age; over one-half were less than 35 
years of age; and over two-thirds were 
less than 45, according to a cross- 
section of reports from these states. 
Slightly more than one-fourth were 
45 years of age and over. Four per 
cent of those reported as wholly un- 
employed (not including emergency 
workers) were between 65 and 74 
years of age. 

Only 20 per cent of the totally un- 
employed and 10 per cent of the emer- 
gency workers reporting on the sub- 
ject of dependents had no dependents. 
Fourteen per cent of the jobless and 
24 per cent of the emergency workers 
reported five or more dependents. The 
average number of dependents per un- 
employed person was much lower 
among women than among men for 


both the emergency and unemployed 
workers. 

The average age of unemployed fe- 
males was uniformly below that of the 
males. When compared with the age 
distribution of the population, the job. 
less were over-represented among both 
the young and the old. Monthly Labor 
Review, April, 1938, p. 882:2. 


Without Benefit of Organizers 


At a recent National Labor Rela- 
tions Board election employees of the 
Pacific Gas and Electric Company 
chose to have their own independent 
union represent them as collective bar- 
gaining agent instead of a CIO affiliate. 
Observers regard this defeat for pro- 
fessional labor organizers in a battle 
of secret ballots as one ofthe most 
significant of current labor develop- 
ments. 

The California Gas and Electric 
Employees Union, which the P. G. & 
E. workers have formed, avoids any 
connection with traditional labor un- 
ionism and is incorporated under the 
laws of the state as a non-profit or- 
ganization.. This independent union 
has shunned professional labor lead: 
ers in its councils, and so far has had 
no paid officials. Further, no initia- 
tion fees are required, assessments are 
restricted, and dues are limited to 50 
cents a month—compared to $1.00 to 
$10 or more in CIO or A.F.ofL. 
unions. 

The by-laws of the C. G. & E. E. U. 
provide that a 75 per cent vote of the 
membership is necessary to call 4 
strike or affiliate with any other labo 
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organization. The membership em- 
braces all employees below the rank 
of job foreman, including clerical 
workers. 

Most of the company’s workers are 
on a five-day, 40-hour week and, as 
a body, are satisfied with salaries and 
wages. One-fifth of them (about 
2000 employees) are stockholders of 
the firm. Studying the Wagner Act 
in 1936, a few of them, especially 
those who felt that, as stockholders, 
they did not want to see the company 
involved in labor troubles and that, 
as workers, they were being treated 
fairly, decided to organize their own 
union and thus prevent almost certain 
organization by some other agency. 
The group made a thorough study of 
labor unions, talked to fellow em- 
ployees and public relations experts, 
sought legal advice, then organized 
the C. G. & E. E. U. without the knowl- 
edge or participation of the manage- 
ment. And although the CIO an- 
nounced an intensive drive and later 
levied a special assessment to organize 
this utility’s workers, it has gone down 
to defeat before the employees’ union. 
By Phil Hamilton. Nation’s Business, 
June, 1938, p. 27:4. 


Analysis of Strikes in 1937 


More strikes occurred in 1937 than 
in any other year in the history of the 
United States. More workers were in- 
volved (1,861,000) in these strikes 
than in any other year except 1919, 
and more man-days of idleness (28,- 
425,000) resulted because of strikes 
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than in any year for which comparable 
data are available. 

The average number of workers in- 
volved in the 4740 strikes beginning 
in 1937 was 393. More than half of 
the strikes involved fewer than 100 
workers, but 26 strikes involved 10,000 
or more each. 

New York had 897 strikes during 
1937, Pennsylvania 641, New Jersey 
309, Michigan 306, Ohio 298, Massa- 
chusetts 277, Illinois 272, and Califor- 
nia 259. These eight states accounted 
for approximately two-thirds of all 
strikes during the year. 





TREND OF STRIKES, 1916-37 


Number of Man-Days 
Strikes Idle 


3789 





Year 


1916 
1917 
1918 
1919 
1920 
1921 





2172 
4740 

















1937 





Industries. There were 680 strikes 
in the textile and clothing industries, 
523 in trade, 372 in domestic and per- 
sonal service, 370 in transportation and 
communication, 328 in building and 
construction, and 326 in lumber. The 





strikes in these six industry groups ac- 
counted for about 55 per cent of the 
total. 

Establishments. About 71 per cent 
of the strikes in 1937 were confined to 
single establishments, 20 per cent cov- 
ered 2 to 10 establishments, and 9 per 
cent extended into more than 10 estab- 
lishments. The 9 per cent of strikes 
accounted for 39 per cent of the total 
workers involved and 44 per cent of 
the total man-days of idleness result- 
ing from strikes. 

Duration. The average strike in 
1937 lasted 20 calendar days. Nearly 
37 per cent of the strikes lasted less 
than a week, 42 per cent from a week 
to a month, and 2] per cent for more 
than a month. 

Causes. Union organization issues— 
recognition, closed shop, discrimina- 
tion, etc.—were the most important 
causes of 58 per cent of the strikes; 
wages and hours were the principal is- 
sues in 30 per cent; and 12 per cent 
were due to miscellaneous causes. 

Results. From the viewpoint of the 
workers involved, about 46 per cent of 
the strikes were substantially won, 32 
per cent were compromised, and 17 per 
cent brought little or no gains. The 
proportion of workers involved in each 
of these categories was about the same 


as the proportion in the number of . 


strikes. 

Methods of Settlement. Direct ne- 
gotiations between employers and 
union representatives resulted in settle- 
ment of 45 per cent of the strikes end- 
ing during the year. Government and 
private conciliators and labor boards 
assisted in negotiating settlements of 


38.5 per cent. About 3.5 per cent of 
the strikes. were settled directly be. 
tween employers and unorganized 
workers, and 13 per cent were termin- 
ated without formal settlements. By 
Don Q. Crowther. Labor Information 
Bulletin, U. S. Department of Labor, 
May, 1938, p. 11:3. 


Union Scales of Wages and Hours 
in the Printing Trades 


The 1937 -average hourly rate for 
all union newspaper workers in 70 
cities surveyed was $1.305 and for 
book and job workers $1.108. The 
average scale of hours was 38.7 per 
week in newspaper work and 39.9 in 
book and job work. More than 8 
per cent of the book and job workers 
were on a 40-hour basis. In newspa- 
per work about 48 per cent were work. 
ing on a 37}-hour week and 23 per 
cent on 40-hour scales. Over half of 
the night newspaper workers had 37} 
hour scales. 

More than 50 per cent of the book 
and job rate quotations and more than 
60 per cent of the newspaper rate quo- 
tations showed wage increases over 
1936. These increases affected 62 per 
cent of the members in book and job 
work and 67 per cent of those in news- 
paper work. Decreases in hour scales 
affected about 3 per cent of the book 
and job members and 9 per cent of the 
newspaper members. Increased scale: 
of hours were reported for 4.5 per 
cent of the newspaper workers. Bul- 
letin No. 655, Bureau of Labor Statis 
tics, United States Department of La 
bor, February, 1938. 57 pages. 
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Position of Employers Under 
Wagner Act 


This outline of important NLRB 
decisions, designed primarily for the 
use of employers, examines the more 
basic interpretations by the Board re- 
lating to unfair labor practices, em- 
ployee elections, and designation of 
appropriate bargaining units. Types 
of orders issued are listed under the 
applicable sections, together with brief 
comments as to the Board’s enforce- 
ment policy. Typical cases, repre- 
senting as a rule the first opinion from 


Personnel 


No Hit or Miss in This 
Job-Rating Plan 


Under a new job-rating plan devel- 
oped by the American Box Board Com- 
pany, Grand Rapids, Mich., supervis- 
ors and employees exercise joint judg- 
ment in rating jobs. This new method 
has minimized the chance of important 
factors being omitted from the job 
analysis, and counteracts a tendency 
on the part of employees to emphasize 
some features of their work which may 
occur only at irregular intervals. 

Each job is assigned 200 base points. 
Flexible points (valued at }-cent each) 
are spread over the following charac- 
teristics: Supervision (30); responsi- 
bility (60); training (45); initiative 
(25); cooperation (10); physical re- 
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the Board in which an interpretation 
was made or clearly set forth, are 
cited. 

This unusually comprehensive an- 
alysis of the application of the Wag- 
ner Act to specific cases should afford 
employers a short-cut to a better 
understanding of the policy being pur- 
sued by the Board, especially as it 
might be applied to their own situa- 
tions. It is the first of two articles 
that summarize and classify the basic 
rulings of the NLRB in their effect 
upon employers. By David R. Scott. 
The Annalist, May 6, 1938, p. 621:2. 


quirements (30). Since each of these 
factors enters into each job in a dif- 
ferent degree, a scale of eight grada- 
tions has been developed. Beginning 
at “none,” the starting rate of a green 
operator’s job, the scale reads “low,” 
“below average,” “average,” “above 
average,” “high,” “very high,” and 
“exceptional.” The point weight as- 
signed to each factor is spread over 
this scale progressively. 

Further refinement is added to job 
rating by A, B, and C divisions on each 
step of the scale. Thus each charac- 
teristic is expressible in 24 degrees, 
which makes it possible to evaluate 
delicate shades of difference between 
job requirements. 

Under this plan the job analyst 
studies each job in cooperation with 
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the foreman; he then takes his analy- 
sis to the man on the job, reads it to 
him, explains what it is all about, 
and secures his agreement, by signa- 
ture, that all features have been in- 
cluded. Experience has shown that 
this plan results in, equitable rate dif- 
ferentials. By C. Fenton Raber and 


Robert M. Fox. Factory Management 
and Maintenance, June, 1938, p. 58:2. 


Minimum Standards for Medicine 
in Industry 


Determination of the minimum re- 
quirements for a medical service in 
an industrial organization depends 
largely upon what one hopes to ac- 
complish through its inauguration. It 
may include preemployment examina- 
tion, treatment of industrial injuries 
and diseases, reduction of absenteeism, 
preventive medicine, or first-aid pro- 
visions. 

Companies having up to 300 em- 
ployees working in one plant or within 
a limited district usually do not have 
their own medical facilities but utilize 
the services of local physicians. Com- 
panies with 300 to 500 female, or pre- 
dominantly female, employees should 
employ a full-time registered nurse, to 
work in the plant or visit sick workers, 
in addition to the services of a phy- 
sician giving treatments in his own 
office. With companies or plants hav- 
ing more than 500 employees, the ratio 
of physicians working in their own 
offices and available for emergency 
calls to the plants decreases, and the 
number of physicians employed part 
time increases. 
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When there are 1000 employees, 
up-to-date practice makes it almost 
obligatory to have a part-time phy- 
sician and at least one male or female 
nurse according to plant conditions. 
In the groups above 1500 employees, 
the services of a full-time physician 
is practical, and the number of phy. 
sicians increases proportionately with 
the number of workers. In organiza- 
tions of more than 10,000 employees, 
the procedure is to employ a group of 
full-time physicians, assisted by a 
larger group of part-time physicians. 
This results from the fact that the 
larger the number of workers, the 
greater the likelihood that they may 
not be grouped in a central location. 

A recent development which has 
been successful in a majority of cases 
is the establishment of a group medi- 
cal service. Under this plan a medi- 
cal bureau is set up in a centrally lo- 
cated plant to care for the employees 
of several smal] plants industrially un- 
related, but all in the same general 
locale. By J. J. Wittmer, M. D., and 
Hart E. Fisher, M. D. Edison Electric 
Institute Bulletin, May, 1938, p. 228:1. 


(A list of “Minimum Standards for Medi- 
cal Service in Industry” adopted by the Am- 
erican Calioge of Surgeons has been included 
in this article—Editor.) 


Job Analysts 


A competent job analyst should 
possess the following characteristics: 
(1) technical or industrial familiarity, 
(2) intellectual agility, (3) ability to 
record observations in writing, and 
(4) ability to get along with others. 
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Each of these can be discerned without 
involved measurements. 

Taking them one by one, the first 
is discoverable from the work history 
recorded in the application for em- 
ployment. The background need not 
include specific experience or limited 
kinds of technical knowledge; on the 
contrary, the need is general familiar- 
ity with industrial environment. For 
intellectual agility, good judgment 
can be made in the course of the regu- 
lar interchange in the interview. Abil- 
ity to write clearly and distinctly can 
be gauged from the application for 
employment and in other obvious 
ways; simple expository writing rath- 
er than a refined rhetorical style is 
desirable. Ability to get along with 
others is disclosed by the impression of 
ease, poise and friendliness that the 
prospective analyst leaves. 

This procedure may be criticized on 
the ground that it is subjective; how- 
ever, objective tests are frequently 
limited in their validity, and in the 
average industrial situation there is 
not time, staff or money for the nec- 
essary research in applying objective 
methods. But several easy-to-adminis- 
ter objective tests, such as the Pressey 
Verification Test and the Minnesota 
Vocational Test for Clerical Workers, 
may supplement the interview. 

Generally speaking, the training of 
job analysts should encompass three 
steps: (1) an explanation of the mean- 
ing and purpose of job analysis, with 
general illustration of its use and ap- 
plication; (2) a delineation of the cur- 
rent problem, showing job analysis as 
the avenue of approach to its solution; 
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and (3) specific instruction, embrac- 
ing the use of various operating de- 
vices, such as the work sheet. By Ed- 
ward Salner. Personnel Journal, May, 
1938, p. 31:5. 


Industrial Fatigue 


In a recent address on industrial 
fatigue which he delivered before the 
London Branch of the Institute of La- 
bour Management, Dr. J. N. Langdon 
stressed the importance of rest pauses 
in overcoming fatigue. 

Rest pauses had frequently been op- 
posed on a number of grounds: they 
were said to pamper the workers, who 
lost enough time already through un- 
oficial breaks during the working 
period; the rhythm of work was said 
to be interrupted, while pieceworkers 
complained that pauses prevented 
their reaching full earning capacity. 
Dr. Langdon declared that these 
charges had been unsupported in prac- 
tice. He stated that an official pause 
was more effective than, and usually re- 
placed, a number of unofficial breaks, 
while the swing of work was soon 
regained after a break and, in most 
cases, a higher level of output at- 
tained. 

The optimum time for inserting a 
break, Dr. Langdon said, must be ar- 
rived at by studying work curves and 
inserting the pause shortly before a 
curve begins to decline. Where the 
curve shows an early decline, two or 
more breaks of less duration are prob- 
ably more efficacious. Heavy work 
should be relieved by complete relax- 
ation of effort, while in any sort of 





task opportunity should be given for 


change of posture from the normal 
working attitude. . 


Turning to the problem of monot- 
ony, Dr. Langdon declared that even 
under modern conditions about 25 per 
cent of the workers experience more 
than the average degree of boredom. 
In combating the influence of bore 
dom, correct methods of selection were 
emphasized, since a worker too intel- 


ligent for his job is as useless as one 
of subnormal intelligence and likely 
to become bored more rapidly. Dr. 
Langdon praised the introduction of 
phonograph music into workrooms 
where the work is not too noisy, and 
suggested that monotony could be re- 
lieved by permitting employees to 
sing and talk at work — though he 
admitted that talking might interfere 
with productivity. Labour Manage- 
ment, April, 1938, p. 90:1. 


Benefit Systems and Incentives: Pensions, Profit Sharing, 
Suggestions, Vacations, Stock Ownership 


John Q. Supervisor Can Savvy 
This Bonus Plan 


All factors of supervision having 
any bearing upon supervisory per- 
formance, good or bad, should have a 
place in the supervisory bonus scheme. 
A bogey, or allowance, should be es- 
tablished for each factor as a target 
to shoot at. Rewards or penalties 
should be contingent on results. 

An effective supervisory bonus plan, 
developed by the General Household 
Utilities Company, Chicago, is based 
on the following factors: 

1. Departmental Efficiency—Criti- 
cal evaluation of departmental effici- 
ency as reflected in costs, workers’ 
earnings, etc.—50 per cent. 

2. Budgetary Control—Based on 
condition of departmental operating- 
expense budgets—15 per cent. 
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3. Quality Control—Based on 
condition of scrap and rejected ma- 
terials as compared to the amount of 
good materials produced—l15 per cent. 

4. Control of Excesses: 

a. Excess Daywork—Control of 
excess daywork allowances made to 
incentive-plan groups over and 
above regular allowances—5 per 
cent. 

b. Excess Overtime—Control of 
excess overtime due to poor plan- 
ning and mismanagement on the part 
of the supervisor—5 per cent. 

c. Excess Maierials—Control of 
productive materials requirements 
in excess of specified quantities—5 
per cent. 

5. Base Rate Control—Control of 
base rates, operating within or under 
standard base rates established for the 
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various tasks of the department—5S 
per cent. 

Other elements of supervision, such 
as deliveries, consistency, good house- 
keeping, should be included in such a 
bonus scheme if considered of sufficient 
importance. By J. E. Osterman. Fac- 
tory Management and Maintenance, 
June, 1938, p. 52:2. 


Iig Never Fires an Employee 


Although Ilg Electric Ventilating 
Company was organized only 31 years 
ago, its 300 employees average 15 
years of service. Once an individual 
is hired by this firm, he rarely wants 
to leave. This can be traced to the 


concern’s liberal bonus plan, employee 
insurance benefits and the company- 
_ maintained facilities for sports and 
social activities. Only two employees 


have ever been fired by Ilg—both for 
serious offenses. 

Where other employers would prob- 
ably discharge a worker who lacks the 
ability to perform satisfactorily the 
task for which he was hired, this com- 
pany instead makes use of a system of 
“switching” — transferring the em- 
ployee to other work, without a reduc- 
tion in wages, until a suitable job is 
found. 

Almost immediately after an in- 
dividual is nired, he becomes entitled 
to many of the company benefits, 
which increase in number and propor- 
tion with his length of service. Be- 
sides operating under the Workmen’s 
Compensation Law, which provides for 
certain payments in case of accidents, 
the company provides sickness and 
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accident insurance to workers who 
have been in its employ six months, 
Fifty per cent of their wages are paid 
for a maximum of 13 weeks to em- 
ployees who become ill or suffer dis- 
ability from accidents foreign to their 
occupations. 

Hospital allowances are granted 
workers who have been with the firm 
two years or longer. The amount 
paid for hospitalization is based on 
service-years and annual salary; for 
example, a man who has been with 
the concern for 15 years and whose 
yearly salary is $2000 is entitled to a 
$90 allowance. After being with the 
firm six months, all employees who 
pass a requisite physical examination 
are eligible for insurance which pro- 
vides benefit payments in 10 monthly 
instalments to dependents in case of 
death. The entire cost of these insur- 
ance policies is borne by the company. 

All workers share in the profits of 
the company. In 1918 and 1919, they 
received bonuses equal to 30 per cent 
of their yearly salaries; last year, the 
bonus was 8 per cent. In addition, an 
extra bonus determined by length of 
service is granted employees; and in 
1937, this meant 4 per cent extra for 
about 75 per cent of the workers. 
These payments are not made in cash 
but in the form of certificates, due 14 
months after issuance and bearing 3 
per cent interest. However, if em- 
ployees need cash, the company will 
loan up to 80 per cent of the face 
value of the certificates. 

The concern also donates one dollar 
per year for each employee to a ser- 
vice committee which sponsors social 





activities. In addition, it maintains a 
golf course, horseshoe courts, and 
well-equipped clubrooms. By Nicho- 
las Bicking. American Business, April, 
1938, p. 20:3. 


Retirement Plans. That Supple- 
ment Social Security Provisions 


Corporations with considerable ex- 
perience in retiring old employees 
have found that, under pension plans 
to which their employees contribute, 
an income of approximately 50 per 
cent of pay is ideal. Since in but few 
instances will a pension of 50 per cent 
of pay be available to workers under 
Social Security, it is apparent that 
some retirement income to supplement 
federal benefits is desirable. 

The highlights of a private pension 
plan, which has been designed to sup- 
plement Social Security and is proving 
popular with numerous employers 
throughout the country, are outlined 


below. 


Supplementary Annuity Plan 


Retirement Age: 65—but earlier retire- 
ments can be arranged at the option of the 
employer. 

Eligibility: All present employees age 35 
and over are eligible to participate in the 
plan. New employees are eligible upon com- 
pletion < om caged service and attainment 
of age 35 ye. e eligibility need be es- 

tablished, t: workers under 35 generally 
regard old age as remote and feel that So- 
cial Security benefits will be sufficient.) 

Amount of Retirement Income: 1 per 
cent on first $3000 of oo" 2 per cent 
on earnings in excess of $3000. 

Contributions by Employees: 2 per cent 
on first $3000 of earnings; 4 per cent on 
earnings in excess of $3000. 

Employer's Gross Outlay for Future Ser- 
vice: This depends on actual calculations 
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developed from personnel data, but should 
approximate 3 to 34 per cent of payroll. 
Past Service: Credit for past service may 


be arranged on any proper basis which, to- 

gether with future service and Social Secur- 
ity benefits, will produce adequate retire 
ment incomes. 


By Edwin C. McDonald. The Week- 
ly Underwriter, May 7, 1938, p. 16:3. 


(A suggested method of providing credit 
for service is also outlined in ‘this 
article—Editor.) 


Recreation in the Personnel © 
Program 


About three years ago The Ohio 
Rubber Company, of Willoughby, 
Ohio, decided that a full schedule of 
recreational activities, conducted in 
such a way that paternalism would 
not enter the picture, should be a part 
of its employee relations program. 

Every man who enters any one of 
the recreational activities of this con- 
cern leaves his official position behind 
—the band director’s boss plays the 
drum in the band, the personnel man- 
ager rates the position of bat boy on 
his department team, and the plant 
manager is just another member of the 
rifle club. The year-round program of 
recreational organizations includes a 
50-piece uniformed concert band, a 
male chorus of 30 voices, a softball 
league of 10 teams, two golf teams, a 
bowling league, a basketball team, and 
a gun club of nearly 100 dues-paying 
members. 

The policy of the entire program is 
guided by a welfare committee made 
up of the plant manager, the comptrol- 
ler and the personnel manager, who 
have at their disposal a fund consist- 
ing of the rent secured from cafeteria 
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operation. The net result of the pro- 
gram has been that all concerned have 
learned to work together better by 
playing together. Recreation has 
seemed to give everyone an increased 
flexibility and an ability to adapt him- 


self to changed situations. The per 
capita cost of this extensive program 
is only about $2.00 a year. By Frank- 
lin G. Smith. Executives Service Bul- 
letin, Metropolitan Life Insurance 
Company, June, 1938, p. 1:2. 


MARKETING MANAGEMENT 


Comics 


When Egbert Energy went to work 
for Grape-Nuts in the Comic Weekly 
in 1931, a new kind of advertising was 
born. 

Four-color comics are a rapidly 
growing advertising medium which 
few manufacturers have exploited to 
its fullest. Dr. George Gallup has re- 
ported that as many as 70 per cent of 
all adult readers spend time on Sun- 
days with the funnies and that virtu- 
ally 100 per cent of children are like- 
wise addicted, whereas a 25 per cent 
readership for other sections of Sun- 
day newspapers is unusual. Today, 
through a selection of central offices, 
a manufacturer can blanket with comic 
advertising as much or as little of the 
national market as his needs dictate, 
without circuitous fumbling with vari- 
ations in rates or mechanical specifica- 
tions. Thus is facilitated the route to 
a total readership of 23,000,000. 

This form of advertising has been 
stimulated considerably by the results 
achieved. Ralston, for instance, ran a 
one-page ad briefly in 1933, upping 
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sales over the previous year by 24.1 
per cent in February, 46.9 in March, 
42.9 in April. A Puffed Wheat half- 
page brought in several million box 
tops after a single insertion. 

Seven years ago American manufac- 
turers spent $361,000 on colored com- 
ic advertising. Last year $16,500,000 
was spent to tell readers of funnies, 
among other things, how Rinso re- 
stores beauty and youth to a tub-ridden 
housewife... how Postum converts an 
irascible husband into a placid and af- 
fable mate... how Life Savers make a 
social magnet out of a pariah. Truly, 
Topsy has growed! By James S. Tyler. 
Advertising & Selling, April, 1938, p. 
21:6. 


Operations of Retail Cooperatives, 
1936 


There were approximately 3600 
retail cooperative associations, with 
some 677,000 members, in the United 
States at the end of 1936. The total 
business of these associations in 1936 
amounted to about $182,685,000. 
These estimates are based on reports 
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received by the: Bureau of Labor Sta- 
tistics in the course of its general sur- 
vey of cooperatives. Nearly $5,000,- 
000 was returned in patronage refunds 
on the business done in 1936 by the 
associations reporting to the Bureau 
on this point. 

The cooperative grocery or general 
store was still the most common form 
of distributive association, but asso- 
ciations handling petroleum products 
had increased considerably in num- 
ber. The store associations were found 
to be handling a wide variety of com- 
modities, in some cases being able to 
supply their members with practically 
everything needed for the household 
or farm. Monthly Labor Review, May, 
1938, p. 1068:17. 


Elements to Consider in Building 
Sales Manuals 


The following factors should be con- 
sidered in compiling an effective sales 
manual: 

Physical appearance. The pages 
may be pocket size (4 x 7 inches), 
leaflet size (6 x 9 inches), or letter 
size (83 x 11 inches) . . . depending 
entirely on how and where it is to be 
used and the character of the material 
it will contain. It may be a temporary 
manual, in tight-bound form, or a 
perpetual, loose-leaf manual; the 
weight of preference, however, heavily 
favors the latter. If the manual is 
illustrated, it might be wise to equip 
it with an easel back, so that it can be 
stood up at eye level during a visual 
sales presentation. 


The index. The manual should be 


indexed simply with protruding tabs. 
A basic subject index of six to ten tabs 
is advisable, and the tabs might well 
be in different colors to simplify selec- 
tion. 

Mechanical make-up. Pages may be 
printed, multigraphed, planographed, 
mimeographed or typewritten. Even 
clear carbon copies may be used. 

Color of paper. Use of a different 
colored paper for each section of the 
sales manual will facilitate handling 
of the manual. 

Page style. The ideal pages should 
be broken up with illustrations, head- 
lines, captions, sub-captions, etc. 

Writing style. A free-and-easy, con- 
versational style is greatly to be pre- 
ferred to a so-called literary style. 

Who shall contribute’ The sales 


manager, the sales-minded advertising 
manager or the sales-minded outsider 


‘with proper qualifications are ideally 


fitted for the job of editorship. 
By Harry Simmons. /ndustrial 
Marketing, June, 1938, p. 24:4. 


Merchandise Labeling 


A recent questionnaire by the Mer- 
chandising Division of the National 
Retail Dry Goods Association sought 
to determine what points should be 
covered by informative labels on arti- 
cles sold in department stores. The 
stores embraced by the survey indi- 
cated that the following information 
was desired by their customers: 

(1) Washing instructions—i.e., di- 
rections for washing, cleaning or 
polishing the merchandise; (2) ma- 
terial content—i.e., the fiber content 
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of textiles, the wood of which furni- 
ture is made, etc.; (3) size; (4) spe- 
cial care—i. e., cautions to be observed 
in handling the merchandise; (5) 
grade or quality; (6) directions for 
use; (7) construction or workman- 
ship; (8) purpose for which article is 
intended; (9) presence of weighting 
or sizing. Though this is the indicated 
order. of importance, for each specific 
commodity there will be variation as 
to the data desired. 

The study also reports that 36 per 
cent of customers prefer the brand 
name on labels, 33 per cent prefer the 
store name, 27 per cent have no inter- 
est in the name, and 4 per cent prefer 
the manufacturer’s name. National 
Retail Dry Goods Association, New 
York, May, 1938. 16 pages. 


Rigid Pricing Delays Recovery 


At the present time, any campaign 
against price-cutting engaged in by 
producers and distributors should be 
condemned unequivocally from the 
social point of view and from the long- 
term point of view of manufacturers 
and middlemen. 

Maintenance of prices today means 
a further decrease in the consumption 
of goods, which in turn will lead to 
further contraction in employment. 
The present pleading to maintain 
prices is a clear-cut expression of the 
policy of industry to adjust itself to 
decreases in demand by curtailing pro- 
duction rather than by reducing prices. 
Such a policy results in prolonging 
the period of economic maladjustment 
and, if persisted in, may lead to as 
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complete:a breakdown as that of 1932. 

It should be recognized that branded 
merchandise does not decline in price 
as rapidly as private-brand goods. A 
survey directed by Professor M. D. 
Taylor presents evidence on this point. 
Retail prices of 60 branded food pro- 
ducts were obtained on December 10, 
1929, from the retail stores of Dur- 
ham, North Carolina. On May 10, 
1933, prices for the same items were 
again compiled. Between these dates 
these prices showed a decline of 19.3 
per cent. In contrast, in the same 
period, the retail cost of food in gen- 
eral had declined 40.7 per cent. 

If manufacturers of nationally ad- 
vertised goods are not willing to fol- 
low price-cutting policies in an effort 
to bring prices in line with present- 
day purchasing power, they should not 
criticize distributors who observe the 
practice. It is the price-cutter who is 
paving the way for recovery. He is 
putting merchandise on sale at prices 
the public is willing and able to pay— 
reducing inventories and encouraging 
consumption and an immediately 
higher standard of living. By Charles 
F. Phillips. Advertising & Selling, 
June, 1938, p. 56:1. 


Social Dominance and Sales 
Personality 


The tendency for salespersons to 
score high in social dominance as mea- 
sured by the Bernreuter Personality 
Inventory has been previously estab- 
lished. This article reports an attempt 
to discover what relationship exists be- 
tween social dominance and sales suc- 


239 





cess and to set up a measure of person- 
ality which will have as high a cor- 
relation as possible with sales success. 
A group of 75 men and women from 
a large department store, selected as 
the most successful and least success- 
ful salespeople, were given the test. 
The study confirmed a tendency for 
salespeople to score high in social 
dominance; it indicated a low positive 
correlation between sales success and 
social dominance—too low to be of 
value in differentiating between good 
and poor salespeople; and it provided 
a means for item analysis of the an- 
swers of successful and unsuccessful 
salespeople whereby a scoring system 
was set up which found a compara- 
tively high correlation between scores 
and sales success of a new group of 
salespeople and which established a 
critical score that differentiated rather 
effectively between successful and un- 
successful salespeople of the new 
group. By Arthur F. Dodge. The 
Journal of Applied Psychology, April, 
1938, p. 132:8. 


Trends in the Use of Movies 


Responses to a recent questionnaire 
which was sent to 8000 companies re- 
veal a number of significant trends in 
present-day use of motion pictures in 
marketing. 

A large percentage of manufacturers 
produce their own movies. In many 
cases, however, the services of an out- 
side producer are utilized for the more 
elaborate dramatic productions or for 
“dubbing in” sound to pictures pro- 
duced by the company’s own motion 


picture department. About 30 per 
cent of the companies consistently 
make either all or part of their film 
releases. 

There is a growing tendency to util- 
ize two general types of produc- 
tions: first, the feature-length enter- 
tainment film, designed primarily for 
consumer use; secondly, the inexpen- 
sive 12-minute to 20-minute straight 
sales picture, which requires neither 
elaborate sets nor costly talent, and is 
used extensively in the industrial sales 
field and in dealer promotion. In 
some cases silent pictures with sub- 
titles are produced. 

The shorter films are rapidly grow- 
ing in popularity as a means of dem- 
onstrating important sales points. One 
firm reports that its short movies often 
cost as little as $35 apiece. Films of 
this company are made entirely by its 
own personnel, and equipment com- 
prises two cameras, nine photofloods, 
three spotlights, filters, dissolve and 
fade-out devices, alignment gauges, 
titling devices, etc. In conjunction 
with such short films, effective use is 
made of small projectors and minia- 
ture screens, which are set up right on 
the. prospect’s desk, where the movies 
are displayed. By John K. Crippen. 
Industrial Marketing, June, 1938, p. 
19:3. 


Readership Surveys and Their 
Contribution to Advertising 
Copy 


The purpose of readership surveys 
is to determine by means of recogni- 
tion tests the number of adults who see 
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and read specific advertisements. Their 
main function is the development of an 
editorial sense, a feeling for what in- 
terests the reading public. However, 
it has been incorrectly assumed that 
since people must read an advertise- 
ment before it can sell them, con- 
versely, it must sell them, provided 
they read it. When the surveys are 
considered indicative of the editorial 
value of advertisements, their findings 
are interesting, informative and help- 
ful; but when they are considered cri- 
teria of selling value, they are confus- 
ing and harmful. In most cases, if an 
advertisement actually sold 5 per cent 
of the readers, it would be doing a 
tremendous job. 

Advertising studies have revealed 
some evidence to support the following 
statements: Photographs of women 
have generally been found to attract 
women, and men’s photographs to at- 


tract men. The simple square photo- 
graph is more interesting than one 
with an intricate shape. Big, clear, 
simple photographic effects are gen- 
erally preferred. Unusual pictures of 
unknown people frequently do better 
than conventionally posed pictures of 
celebrities. The importance of the illus- 
tration over headlines and copy is 
emphasized. Preference for small 
patches of copy rather than big 
blocks, and for blurbs, strips, illustra- 
tion captions, etc., is indicated. 

The wrong way to use readership 
surveys is to cut copy until it is de- 
void of selling punch, to formulize and 
to get readers without thought of get- 
ting customers. The right way to util- 
ize them is to determine which solid, 
complete selling approaches have the 
best editorial value. By James Haus- 
man. Printers’ Ink, May 19, 1938, 
p. 23:3. 


FINANCIAL MANAGEMENT 


Accounting Problems Under the 
Robinson-Patman Act 


Accounting has a peculiar status un- 
der the Robinson-Patman Act. Injuri- 
ous discriminations in price are unlaw- 
ful if they make other than due al- 
lowance for differences in cost of man- 
ufacture, selling, or distribution, but 
are lawful if they can be shown to 
make only such due allowance. Differ- 
ences in cost thus furnish an important 
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test of whether price differences are 
permissible, and the Act provides a 
direct stimulus to the extension of cost 
accounting. 

Quantity discounts, volume discounts 
and functional discounts are all law- 
ful if no injury results from their 
granting or if savings in cost properly 
attributable to the purchases which re- 
ceive the discounts are sufficient to jus- 
tify them; but the burden of proving cost 
savings rests wholly upon the seller. 
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To. be justifiable, quantity or volume 
discount must meet, among others, the 
following tests: Discount classes must 
not be unduly large and too few in 
number; the boundaries between 
classes must be reasonably placed; no 
class must receive a discount which is 
excessive as compared with those 
granted to other classes. Determina- 
tion of the size and boundaries of cus- 
tomer classes depends upon cost an- 
alysis and analysis of the market to 
discover what purchases originate in 
the same way and represent the same 
kind of transaction. Given a reason- 
able system of discount classes, the de- 
termination of the maximum discount 
justified by cost is a straightforward 
problem of cost accounting. 

Though the seller may avoid 
breaches of law by basing his system 
of prices upon costs, computation of 
the relative costs of serving different 
customers is by no means simple. For 
instance, the major cost problem of the 
last year and a half has been that of 
costs of distribution. Most concerns 
have known little about such costs, and 
in preparing to justify their discounts 
under the Act they have set out for the 
first time to discover the relative ex- 
pense of packing full and broken 
cases, the expense attributable to paper 
work in placing and filling an order, 
the number of calls made per sale in 
serving different groups of customers, 
and the average cost attributable to 
each call by a salesman. The devices 
thus far used in compiling such infor- 
mation have often proved deficient, 
and their inadequacy is a direct chal- 
lenge to the accounting profession. By 


Robert E. Freer. The Journal of Ac- 
countancy, June, 1938, p. 480:8. 


Is Inflation in the Cards? 


Like Banquo’s ghost, the specter of 
inflation keeps bobbing up. Thus far | 
it has shown no tangible indication of 
turning into flesh and bone, although 
the substance for transition from a 
nebulous prospect to reality has not 
only been prepared but pressure to 
bring it about is increasing with each 
passing day. 

Industrial output has been slipping 
down on a toboggan during the last 
15 months at a pace that has seldom 
been duplicated, and for reasons en- 
tirely unlike those responsible for our 
previous depressions. We cannot 
blame, as we did in former times, 
over-expansion of credit, tight money 
or speculative abuses for our para- 
lyzed state of business. It did not 
have its genesis in any of these sources 
but has cropped out of the maladjust- 
ments in our economic machinery for 
which politics are solely responsible. 
Hence we are struggling with an un- 
balanced scale, frantically endeavor- 
ing to balance it. But the attempt will 
prove futile unless something is done, 
and that something can only take the 
form of inflation. 

There is also fertile ground for in- 
flation in the greatly depleted stocks 
of manufacturers and dealers. In ad- 
dition to these inflationary factors, 
there is the Government’s increasing 
deficit, on the one hand, and its vast 
spending program on the other. Once 
pump-priming gets started, inflation 
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will begin to take hold-and feed itself 
on its own momentum. 

It may be that inflation will be kept 
within bounds of the use of the ample 
credit facilities which have been cre- 
ated. These are more than adequate 
to finance an industrial revival of 
large proportions and of several years 
duration, provided we have some 
semblance of rapprochement between 
government and business. However, 
should the Government fail with its 
pump-priming, it may be forced to re- 
sort to currency inflation—another re- 
duction in the gold content of the dol- 
lar and the issuance of greenbacks, for 
which the Administration retains its 
authority—and this will prove peril- 
ous to the future of the nation. 

Undoubtedly there is some form of 
| inflation in the cards that are being 
dealt in the political poker game in 
which our population is sitting. The 


Financial World, June 29, 1938, . 


p- 8:1. 


Good Will on Financial Statements 

- There is little uniformity in prevail- 
ing practices in treatment of good will 
on the balance sheet. Nevertheless, the 
increasing tendency is to show good 
will and other intangibles in a cate- 
gory distinct from the other fixed as- 
sets, 

Several valid reasons might be given 
for presenting good will or the intan- 
gibles in a separate section of the bal- 
ance sheet. Among these are: (1) The 
calculation of financial and operating 
ratios would be facilitated. in many 
instances; (2) since different criteria 


July, 1938 


are followed in the valuation of tangi- 
ble and intangible assets, it might be 
unwise to combine the two; and (3) 
because many people doubt the -vvalid- 
ity of the good will or intangible item 
that appears on the balance sheet, sep- 
aration of the tangible and intangible 
assets would permit ready evaluation 
of the tangible items. 

In the writer’s opinion the intangi- 
ble assets should appear not in the 
“Fixed Assets” section but under the 
caption “Intangible Assets.” It is in- 
advisable. to include all intangibles as 
one item under that caption or @ simi- 
lar one, though in practice this pro- 
cedure is sometimes followed. The in- 
tangibles should be presented on the 
balance sheet in order of liquidity— 
and since good will is considered to 
be the most fixed of all assets, it 
should appear as the last item in the 


. “Intangible Assets” section of the bal- 


ance sheet. . 

A number of authorities maintain 
that good will should be amortized, 
but with this contention the writer dis- 
agrees. By George T. Walker. The Ac- 
counting Review, June, 1938, p. 174:9. 


The Relation of Surpluses to 
Income and Employment . 
During Depression 


Prevalent opinion is that business 
enterprise created employment during 
the depression by spending accumu- 


lated surpluses. Income estimates, 
which show that income paid out ex- 
ceeded income produced, have been: 
used to. prove this view. But this is 
a misuse of these income data, which: 
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in reality indicate disinvestment and 
hence less employment. Negative busi- 
ness savings, or the excess of income 
paid out over income produced, re- 
sult from business losses and are not 
dependent upon accumulated surplus- 
es. The reduction in surplus does not 
mean that business disbursed to the 
community a larger income than it re- 
ceived from it. In fact, business 


hoarding usually accompanies reduced 
surpluses and negative business sav- 
ings. The latter reflect capital con- 
sumption—the making available, for 
today’s consumption, income that was 
produced yesterday. 

The accumulation of surpluses may 


INSURANCE 


be inimical to the stability of the sys- 
tem as a whole by (1) increasing ri- 
gidities and (2) encouraging the pay- 
ment of unearned dividends. The lat- 
ter involves disinvestment at the very 
time when expansion is called for. 
The multiplier is a concept of dubious 
worth because additional consumption 
may be accompanied by either invest- 
ment or disinvestment. A decline in 
the rate of investment is accompanied 
by unemployment because we do not 
increase consumption (except relative- 
ly) when our savings are falling. By 
Don D. Humphrey. The American 
Economic Review, June, 1938, p. 
223 :12. 


Insurance abstracts are contributed by P. D. Betterley, 
Insurance Consultant, Graton & Knight Company. 


“Hold Harmless” Clauses 


In a thought-provoking address on 
“Contractual Liability” in which the 
“hold harmless” clause played a lead- 
ing role, E. H. Mathews, of the Aetna 
Casualty & Surety Company, said he 
would like to join a campaign for the 
eradication of as many such clauses 
as is reasonably possible. 

Mr. Mathews saw little dissent from 
the complaint that far too many “hold 
harmless” clauses are in use, many 
without reason or justification. “Some 
‘hold harmless’ clauses would seem to 
be not only a legitimate advance to 


commerce and trade but morally im- 
pregnable. Other clauses which com- 
pel an obligor to assume obligations 
which are not morally his are vicious 
and indefensible.” 

All insurance policies covering the 
liability of a party under the law of 
negligence include the direct liabilities 
only, and specifically exclude the con- 
tractual liability. Insurance for the 
latter is available usually by a rider 
or endorsement attached to the policy 
covering the direct liability. “Hold 
harmless” clauses have spread all 
over the landscape and into all sorts 
of contracts, comprising four major 
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groups: sidetrack agreements, con- 
struction contracts, leases, and supply 
contracts (sales agreements and pur- 
chase orders). Out of the contractual 
liability involved in these contracts 
and the providing of collateral insur- 
ance a maze of strange situations has 
formed. Advice to everyone who ac- 
cepts a contract from another person 
is to look at once for a contractual 
liability clause. 

“We should be sympathetic with 
those who seek the utmost in the erad- 
ication of ‘hold harmless’ clauses, but 
we apparently need to be sympathetic 
too with the fact that there are many 
circumstances existing in which the 
other fellow’s method of protecting 
himself through a ‘hold harmless’ 
clause is equal to that of seeking pro- 
tection solely through insurance.” 
The Eastern Underwriter, May 13, 
1938, p. 38:2. 


Safe Deposit Box Insurance 


When securities and jewelry are 
placed in a safe deposit box, it would 
seem that there is no occasion for in- 
surance. Securities insurance indemni- 
fies lessees of safe deposit boxes for 
loss of securities (not money or jewel- 
ry) not only from the box but from 
the premises when temporarily outside 
of the safe deposit box. There are also 
burglary and robbery policies. Among 
the points to be emphasized in connec- 
tion with the securities policy is that, 
being all-risk, it includes misplacement 
through negligence of the insured or 
his agents, and covers also inexplicable 
disappearance of securities, and loss 
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from theft or larceny. It supplements 
the bankers’ blanket bonds; which do 
not cover customers’ property in safe 
deposit boxes. The Spectator, May 5, 
1938, p. 14:2. 


New Fidelity Bond 


A new discovery type of fidelity 
bond has been announced. “In this 
form, latent fidelity loss coverage is 
made available, continuity is given 
without superseded suretyship riders, 
the application of the cut-off period is 
simplified, and the necessity for allo- 
cation of items of loss has been largely 
removed,” declare the companies. 

“The solution of these problems has 
been accomplished by an exchange of 
the possibility of recovery during a 
specified period after cancellation as 
respects losses caused while an em- 
ployee was bonded, for the possibility 
of recovery during the life of the bond 
as an entirety for losses caused by the 
employee prior to the time he was 
bonded. This exchange is considered 
to be favorable to the insured. 

“From the standpoint of prudent 
business practice, it is desirable that 
an employer check out an employee 
before dropping his bond. If there is 
any doubt about there being a possible 
claim, it might be wise to continue 
coverage in force until such time as the 
position could be audited. The im- 
mediate cut-off in this event is the act 
of the employer and, of course, sub- 
ject to his control.” The Weekly Un- 
derwriter, April 9, 1938, p. 871:2. 

Editor’s Note: The purchaser of this 
new type of bond should consider care- 
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fully its various advantages and dis- 
advantages. Experience alone will de- 
termine its real worth. So many losses 
are diseovered. long after the actual act 
of defaulting that it would seem haz- 
ardous to have the protection cease at 
expiration of the policy. There would 
seem to be no advantage in the “pick- 
up” feature for employers who have 
had continuity of protection, and 
minimized where persons are newly 
placed in bonded positions, for such 
persons, in a great many instances, will 
be new employees or old employees in 
positions where there was but slight 
chance of default. There is consider- 
able benefit in picking up the risk 
when an employer has not been carry- 
ing any previous protection. 


Contractor’s Liability After 
Job Is Finished 


A serious hazard, for which there 
seems to be no available coverage, con- 
fronts manufacturers, contractors and 
merchants. The manufacturers’ and con- 
tractors’ liability policy affords cover- 
age away from the insured’s premises 
only while the outside work is in prog- 
ress. As soon as the contractor leaves 
the job, his insurance no longer covers. 
Installation by merchants and manu- 
facturers is affected by the same limita- 
tion. 

Several cases are cited, and a report 
from.a contractor indicates his concern 
for claims which have arisen and may 
continue to arise after he has finished 
a job. In other instances large verdicts 
arose because of defects in. installation 
of equipment. 
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Liability. insurance, as originally 
conceived, covered the activities of the 
insured. .If. he is to -be-covered after 
the activities cease, the contract seems 
to partake of the nature of a bond. 

The fundamental difference between 
this “aftermath” liability andthe or- 
dinary liability insurance lies in the 
fact that ordinary liability has nothing 
to do with the quality of the work. 
This difference is also fundamental be- 
tween product liability and ordinary 
liability. 

Contractors have a considerable haz- 
ard which may be as costly to them as 
any accident occurring while work is 
in progress. The hazard of neglect is 
real. The Casualty Insuror,. April, 
1938, p. 3:2. 

Editor’s Note: The foregoing article 
may mislead one into believing 
that no kind of protection is available 
for the hazards discussed. Such pro- 
tection is available in certain quarters, 
and should be obtainable from any un- 
derwriting organization writing the 
primary risk. The protection for any 
contractor should continue until all 
possibilities of claims are exhausted. - 


Extended Coverage Endorsement 
: Scope 


The extended coverage endorsement 
is intended to be a uniform nation- 
wide insurance -contract meeting the 
growing demands of the owners and 
operators of industrial plants and mer- 
cantile businesses. Being a part of the 
fire policy, it is intended to constitute 
a comprehensive policy, the. equivalent 
of one policy: or-contract. The endorse- 
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ment definitely includes and covers di- 
‘rect loss or damage caused by “explo- 
sion, riot, riot attending a strike.” In- 
surrection and civil commotion cover- 
age is eliminated in the new form. 

The endorsement further affords 
protection for all direct loss or damage 
from pillage and looting when such 
pillage and looting occurs during and 
at the immediate place of a riot or 
riot attending a strike. If physical 


damage results’ to the premises and 
their contents during such occupancy, 
even though no actual rioting occurs, 
the insurer is liable. 

There is excluded from coverage 
“loss resulting from damage to or des- 
truction of the described premises, 
owing to a change in temperature or 
interruption of operations.” The East- 
ern Underwriter, May 20, 1938, p. 
34:1. 





Survey of Books for Executives 





The Next Century Is America’s. 
By Carroll D. Murphy and Herbert 
V. Prochnow. Greenberg, Publisher, 
Inc., New York, 1938. 244 pages. 
$2.50. 


This book is a serious endeavor of 
two business men to evaluate present- 
day currents of economic, social and 
political influence on business and bet- 
ter living in America. In this attempt 
the authors have, in a practical way, 
marshaled various types of statistical 
and impressionistic data. Walter B. 
Pitkin in several of his books has at- 
tempted to treat similar subjects and to 
focus attention on “looking ahead.” 

The conclusion is courageous and 
optimistic, in keeping with the temper- 
ament of the American business man. 
Conclusions are drawn in an inspira- 
tional style from the data presented. 
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To those business men whose faith in 
America is today at low ebb, this book 
should serve as a strong cathartic and 
stimulant. 

It is interesting to note that the book 
tends to diverge from economic and 
other statistical data and to interpret 
human factors as they cut through 
cross-sections of business and every- 
day life. 

In the last chapter, entitled “A 
Breath-Taking Look Ahead,” the au- 
thors discuss subjects which are now 
familiar, but which a few years ago 
received scant attention, namely: pow- 
er, dwellings, air-conditioning, trans- 
portation, communication, chemicals, 
aviation and agriculture. These fields 
are listed as frontiers, and it is said 
that the era of better living and eco- 
nomic prosperity can be brought about 
by greater activity in these areas. 
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Three factors might limit American 
business, according to the authors: 
“The first is Buying Power; the sec- 
ond, Sated Desire; the third, Shriveled 
Inventiveness. 

“But a balanced condition of busi- 
ness breeds billions in new buying 
power each year, cumulatively. There 
is no limit there except via war and 
excessive taxation. 

“As to sated desire, how much buy- 
ing power could you use before you 
had everything you want? 

“And as to shriveled inventiveness, 
surely America need not fear that for 
generations.” 

Reviewed by Richard S. Schuliz, 
The Psychological Corporation. 


Vertical Integration in the Textile 
Industries. By Hiram S. Davis, 
George W. Taylor, C. Canby Balder- 
ston, and Anne Bezanson. Industrial 
Research Department, Wharton 
School of Finance and Commerce, 
University of Pennsylvania, Phila- 
delphia, 1938. 132 pages. $1.50. 


Whether two or more successive 
steps of textile manufacture or distri- 
bution can be successfully brought un- 
der control of one management de- 
pends not only upon the presence of 
certain favorable factors, but also up- 
on the particular methods or tech- 
niques by which such vertical integra- 
tion is attempted, according to this 
study which is based on two years’ in- 
vestigation by the Industrial Research 
Department of the Wharton School. 

By analyzing specific cases at the 





major market stages, like finished 
goods, gray goods, and yarn, the re. 
port throws light upon basic and far. 
reaching questions. How have certain 
mills been able to sell such finished 
products as men’s suits or neckties in. 
stead of fabrics? What policies have 
assisted large surgical supply manu- 
facturers to establish and operate tex. 
tile mills successfully? Is there gen. 
eral significance in the factors that 
have permitted certain rayon weavers 
to sell both gray and finished goods? 
By what procedure have some rayon 
producers been able to establish fabric. 
producing departments? 

Discussing the advantages and dis. 
advantages of organizing on a vertical 
basis, the report states that some com- 
panies have integrated under favorable 
conditions and failed; others have in- 
tegrated against severe odds and suc- 
ceeded. In many such cases, the im- 
portant factor has been the way in 
which the integration program was 
undertaken. 

Of all the policies found important 
to the support of successful vertical 
integration, that of developing means 
for adjusting quickly to new conditions 
is stressed in the report as fundamen- 
tal. To quote: 

“It matters little whether the new 
conditions involve style, prices, pro- 
cesses, raw materials, or markets; the 
self-contained vertical organization 
does not easily adjust itself to a new 
state of affairs. 

“Many companies, organized verti- 
cally either through foresight or ne 
cessity, have recognized the need for 


maintaining flexible organizations s0 
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that they can adjust readily to chang- 
ing conditions. Those which have in- 
tegrated backward have accomplished 
this purpose by tapering the capacity 
of the new operation so that it supplied 
only a part of their needs; those which 
have integrated forward have followed 
a policy of continuing to sell in the 
market bridged. These methods are 
aptly described as partial integration.” 


Operating Results of Department 
and Specialty Stores in 1937. 
By Carl N. Schmalz. Harvard Uni- 
versity Graduate School of Business 
Administration, Boston, 1938. 34 
pages. $2.50. 


Although 1937 was not a boom year 
for department stores, it was distinctly 
a good year. Dollar sales were 4 per 
cent above those for 1936 and at the 
highest point since 1931. After al- 
lowance for price changes, sales were 
only slightly below those for 1931, 
which represented the all-time high. 
These favorable sales records were 
made despite the abrupt change in 
general business from strength to 
weakness which came in the late sum- 
mer and early fall. 

Both percentage earnings and dol- 
lar earnings were higher in 1937 
than for any year since 1929, except- 
ing only the peak year, 1936. Margin 
rates were at approximately record 
levels. But for the high percentage 
expenses, caused chiefly by heavy ex- 
penditures for personnel and for taxes, 
1937 would have been a more profit- 
able year than 1936, and the best year 
since 1929. 
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Thus the major problems of depart- 
ment store executives in 1937 arose 
from three sets of influences: (1) The 
cyclical downturn in general business 
conditions and in retail sales; (2) the 
higher labor costs resulting in part 
from higher average compensation per 
employee, and in part, apparently, 
from the shorter hours of work which 
have prevailed since about 1933; and, 
(3) the heavier tax burden. 

These are the outstanding conclu- 
sions with reference to 1937 to be 
drawn from this report on the operat- 
ing results of department and specialty 
stores. The report is based on state- 
ments of 571 firms with total sales of 
$1,713,380,000, more than 37 per cent 
of the total sales of department and 
specialty stores in the United States 
in 1937. 

Proceeding on the assumption that 
retailers, like most other business men, 
did not foresee the slump which began 
early in the fall, and took steps to 
meet it only after it was upon them, 
the author analyzes several simple 
series of statistics to see whether the 
decline could have been predicted. 
After examining the fluctuations in de- 
partment store sales, inventories, and 
prices, along with the movements in 
industrial production and The Annal- 
ist index of business activity, Mr. 
Schmalz concludes that: 

(1) On January 1, 1937, an execu- 
tive could hardly have been more than 
mildly doubtful as to the outleok; (2) 
on April 1, 1937, this mild doubt 
might have been much reinforced, but 
the evidence of an impending decline 
was not sufficiently strong to lead to 





active preparation for trouble; (3) 
but- by June 1, 1937, the evidence was 
distinctly unfavorable; -so that, per- 
haps, an executive warned by condi- 
tions as disclosed on January 1, and 
on April 1, should have become con- 
vinced that dollar sales shortly would 
turn down. 

Regarding the outlook for the rest 





the bottom of the depression has. not 
been reached, that recent movements 
of retail prices indicate that they may 
be finding a bottom, while the decline 
in both dollar sales and “real” sales 
(dollar sales corrected for price 
changes) extends no such hope. He is 
doubtful whether inventories should be 
expanded in anticipation of a large 





of 1938, Mr. Schmalz suggests that fall or Christmas business. 


Briefer Book Notes 


PROSPERITY AND DEPRESSION. By Gottfried von Haberler. Columbia University 
Press, New York, 1937. 363 pages. . $2.00. This book is the first step in a more extended 
i undertaken by the Economic Intelligence Service of the Secretariat of the 
of Nations into the causes of the recurrence of periods of economic depression. The author 
confines himself to the task of analyzing existing theories of the business cycle and deriv- 
ing therefrom a synthetic account of the nature and possible causes of economic fluctua- 
tions. An authoritative and scholarly study. 


MONETARY POLICY AND ECONOMIC STABILIZATION. By Arthur D. Gayer. 
The Macmillan Company, New York, 1937. Second edition, revised. 288 pages. $3.75. 
This volume, subtitled “A Study of the Gold Standard,” approaches the problem of eco- 
nomic instability through an analysis of the functioning of the monetary mechanism in the 
United States and Britain since the War. Stress is laid throughout on the interaction of 
monetary and non-monetary factors. The author critically appraises the various alternative 
courses open to this country and the world, and offers specific suggestions for future policy. 


BRITISH EXPERIMENTS IN PUBLIC OWNERSHIP AND CONTROL. By Terence 
H. O’Brien. W. W. Norton & Company, Inc., New York, 1938. 304 pages. $3.00. The 
author examines, not theoretically but in their actual working and development, three ex- 
amples of a method of organizing public control of a business or service which is essen- 
ly imental. The corporations dealt with are the British Broadcasting Corporation, 
the ony em Transport Board, and the Central Electricity Board, all of whose structures are 
based on private management free from direct political control. Mr. O’Brien believes that 
these types of organizations may well be extended to other public purposes and may prove 
of great i in the future. 


PROBLEMS IN RETAILING. By Malcolm P. McNair, Charles I. Gragg and Stanley 
F. Teele. McGraw-Hill Book Company, Inc., New York, 1937. 676 pages. $5.00. A 
comprehensive casebook intended for use in retailing courses in schools and colleges. A 
wide range of problems in the retail field are studied by means of actual case histories, 
and general information and background are provided by introductions preceding each of 
the 14 sections of cases. 


THE PREPARATION OF REPORTS. By Ray Palmer Baker and Almonte Charles 
Howell. The Ronald Press Company, New York, 1938. Revised edition. 578 pages. $4.00. 
A study of the technique of preparing reports in the fields of science, engineering, admin- 
istration and business. Extracts from numerous reports are included in the text, as are 
noteworthy sections on the use of statistics, the annual report, and the market survey. 
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HOW TO WRITE JOB-GETTING LETTERS. By Richard H. Morris. Harper & 
Brothers, New York, 1938. 58 pages. $1.00. This is a sound guide to the writing of 
letters which should prove effective in securing positions. In compiling his data, the author 
interviewed employment and personnel managers of many of the country’s leading organiza- 
tions, and he has based the book largely on their opinions as to what constitutes a correct 
and forceful letter of application. e illustrative material—notably the “model letters,” 
which are actual applications that have secured positions or interviews for the writers—is 
of unusual interest. 


CASES AND MATERIALS ON BUSINESS ASSOCIATIONS. By Laylin K. James. 
The Bobbs-Merrill Company, Indianapolis, 1937. 1490 pages. $7.50. A legal casebook 
on business associations, embracing their formation and nature, promotion, financing, pro- 
prietary participation, transfer of proprietary interests, agency, and.extent of business op- 
erations. Emphasis is placed on the organization and conduct of business under corpora- 
tions and partnerships, and the legal consequences which flow therefrom. 


AN INTRODUCTION TO BUSINESS STATISTICS. By John R. Stockton. D. C. 
Heath and Company, New York, 1938. 378 pages. $3.00. This volume has been designed 
to familiarize students of business administration and economics with the. most common 
statistical methods used in business. Generous use is made of authentic ‘statistical data, 
and 47 problems are included in the text. 


THE THEORY OF INVESTMENT VALUE. By John Burr Williams. Harvard Uni- 
versity Press, Cambridge, 1938. 613 pages. $5.00. Though this volume deals with some 
of the subjects covered by the conventional texts on investment analysis, it is essentially a 
treatise on economic theory in a field not covered by any other book. Among the topics 
discussed are: the pure theory of investment value, interest rates and the price level, the 
evaluation of growing companies, the quantity of money and the price of stocks, the rela- 
tion between long- and short-term interest rates, and the prospects for inflation. Numerous 
case studies in investment value are included. 


SUBJECT HEADINGS ‘IN EDUCATION. By Clyde Pettus. The H. W. Wilson Com- 
pany, New York, 1938. 188 es. $2.75. A codification of terms which have gradually 
crept into the literature of education, intended for the use of librarians, cataloguers and 
students of education. 


GROWTH OF AMERICAN MANUFACTURING AREAS. By Glenn E. McLaughlin: 
Bureau of Business Research, University of Pittsburgh, Pittsburgh, 1938. 358 pages. $3.00. 
A comparative analysis of industrial and population trends in the 33 large industrial areas 
of the nation, based on census records for the period from 1869 to the present. The author 
analyzes the reasons for differences in growth among the various districts, and places 
special emphasis on trends in the Pittsburgh area. 


RETAIL STORE OPERATION. By Paul H. Nystrom. The Ronald Press Company, 
New York, 1937. Fourth and revised edition. 702 pages. $4.50. This volume presents 
the basic knowledge required in the operation of retail stores. The major lines of retail 
store work, including merchandising, advertising and display, sales promotion, personnel 
work, building management, selling, service, retail accounting, credits and collections, are 
discussed in a simple but comprehensive manner. 


AUTOMOBILE LIABILITY INSURANCE. By E. W. Sawyer. McGraw-Hill Book 
Company, Inc., New York, 1936. 321 pages. $3.00. An analysis of the standard pro- 
visions for automobile and garage liability policies which have been accepted by the mem- 
bership of the National Bureav of ty and Surety Underwriters and of the American 
Mutual Alliance. The book records the intended meaning not only of the various pro- 
visions but of the individual words and phrases adopted. 


TELEVISION: A STRUGGLE FOR POWER. By Frank C. Waldrop and Joseph 
Borkin. William Morrow and Company, New York, 1938. 299 pages. $2.75. This book 
pokes an inquiring microphone into the newest, most exciting field of speculation on the 
scientific front. It deals not only with the difficult technical problems of television but 
also with a complicated struggle for control by powerful business groups and with the — 
possible effect of television on the a seeing—public. The wealth of material 
introduced on radio, the movies, and related matters makes engrossing reading. 
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MANAGERIAL CONTROL. By John G. Glover and Coleman L. Maze. The Ronald 
Press Company, New York, 1937. 574 pages. $4.50. This study of methods of control 
in industry stresses the necessity of setting standards and measuring actual accomplishment 
as a basis for control; it points out means of determining reasons for variations between 
planned and actual accomplishment, and indicates the causes of such variations. The | 
authors describe instruments which have ne successful in bringing variations under 
control, and discuss at length numerous effective methods for organizing and conducting 
cost control work. - 


TRADE PRACTICE AND PRICE LAW: FEDERAL. By John W. Norwood. Com. 
merce Clearing House, Inc., New York, 1938. 265 pages. $3.00. This analysis of the” 
Federal Trade Commission Act, the anti-trust laws, and the more recent price discrimina- 
tion and resale price maintenance laws, presents a non-technical statement of the applica- 
tion of these laws to everyday business problems. Of particular importance, also, is the 
inclusion in the study of the recent amendments to the Trade Commission Act. A classi- 
fied digest of illustrative FTC rulings is given in an appendix. 


-. THE STUDY OF INTERNATIONAL RELATIONS IN THE UNITED STATES: SUR: © 
VEY FOR 1937. By Edith E. Ware. Columbia University Press, New York, 1938. 540 
pages. $3.50. Lists and describes in detail the many different, active agencies now existing — 
in the United States to further the study of international relations. The author presents a 
comprehensive analysis of the purposes and functions of these organizations. 


NEW YORK LAWS AFFECTING BUSINESS CORPORATIONS. J. B. R. Smith, © 
Editor. United States Corporation Company, New York, 1938. 528 pages. $2.00. A” 
compilation of the Business Corporations Law, the General Corporation Law, the Stock — 
Corporation Law; the Membership Corporations Law and numerous articles and sections 
of other chapters of the Consolidated Laws of New York State, relating to business corpora- 
tions. The text is enhanced by extensive annotations. 


ANNOTATIONS ON SMALL LOAN LAWS. By F. B. Hubachek. Russell Sage 
Foundation; New York, 1938. 255 pages. $3.00. This is a broad treatment of judicial 
decisions and opinions involving the validity and interpretation of small loan laws, along © 
with .a critical analysis of certain devices often used for the evasion of usury laws. 


COST OF GOVERNMENT IN THE UNITED STATES: 1935-1937. By Lewis H. 
Kimmel. National Industrial Conference Board, Inc., New York, 1938. 163 pages. $3.50. 
This volume provides authoritative information on tax collections, expenditures and public 
debt, and includes a special —_ on Social Security finances. It analyzes tax burdens in 7 
relation to national income, and compares the tax and debt situation in this country with 
that in the United Kingdom, France and Germany. Data indicating the relative burdens 
ee upon various types of business enterprises in the United States are analytically | 
presented. 


- ORGANIZED TRAINING IN BUSINESS. By James H. Greene. Harper & Brothers, 
New York, 1937. 350 pages. $4.00. A revision of a standard treatise on principles and 
methods of training in mercantile, commercial and industrial organizations. Dr. Greene 
treats not only the fundamental principles of administration and organization of training” 
work, but also pedagogical methods and curriculum content. A number of actual plans 
for training courses are included in this book. 


THE INCOME STRUCTURE OF THE UNITED STATES. By Maurice Leven, as 
sisted by Kathryn Robertson Wright. The Brookings Iustitution, Washington, D. C., 1938.” 
177 pages. $1.50. This study deals with the wage and income structure in general and 
with the changes which have occurred since 1929. The author discusses the causes of the 
wide variation found in the incomes of the American people. The analysis of changes 
in income structure is necessarily tentative but lends perspective to a review of the income 
structure in general. Mr. Leven presents the ‘facts in as brief and simple a form as possi- 
ble and substitutes familiar for technical terms. 
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